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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
MEDICAL ASSISTANCE PROGRAM 
STATE ARKANSAS 

AMOUNT, DURATION AND SCOPE OF 
SERVICES PROVIDED 

CATEGORICALLYNEEDY 

ATTACHMENT 3.1-A 
Page 11 

July 1,2004 

27. 	 Program of All-Inclusive Care for the Elderly (PACE) services, as described in Supplement 3 to 
Attachment 3.1-A. 

X 	 Election of PACE: By virtue of this submittal, the State elects PACE as an optional 
State Plan service. 
No election of PACE: By virtue of this submittal, theState elects to not add PACE 
as an optional State Plan service. 

1905(a)(26) and 1934 
X Program of All-Inclusive Care for the Elderly (PACE) services, as described and limited in 

Supplement 3 to Attachment 3.1-A. 

ATTACHMENT 3.1-A identifies the medical andremedial services provided to the 
categorically needy. (Note:Other programsto be offered to Categorically Needy beneficiaries 
would specify all limitations on the amount, duration and scopeof those services. As PACE 
provides services to the frailelderly population withoutsuch limitation, this is not applicable for 
this program. Inaddition, other programs to beoffered to CategoricallyNeedy beneficiaries 
would also list the additional coverage -that is in excessof established service limits-for 
pregnancy-related services for conditions that may complicate the pregnancy. As PACE is for 
the frailelderly population, thisalso is not applicablefor thisprogram.) 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITYACT 

State/Territory: ARKANSAS 

PROGRAM OFALL-INCLUSIVE CARE FOR THE ELDERLY 

I. Eligibility 

The State determineseligibility for PACEenrollees under rules applying to community groups. 

A. X The State determines eligibility for PACE enrollees under rules applying to institutional groups as 

provided for in section 1902(a)(lO)(A)(ii)(VT) ofthe Act (42 CFR 435.217 in regulations). The State has
elected 

eligibilitygroups specified under these provisions in the statute andto cover under its State plan the regulations. 
The applicable groups are: 

A specialincome level equal to 300% of the SSI FederalBenefit (FBR) (42 CFR 435.217) 

(If this option is selected, please identify, by statutory and/or regulatory reference, the institutionaleligibility 
Stategroup or groups under which thedetermines eligibility for PACE enrollees. Please note thatthese groups 

must becovered under theState's Medicaid plan.) 

B.- The State determineseligibility for PACE enrollees under rules applyingto institutional groups,but 
chooses not to apply post-eligibility treatment of income rules to those individuals. (If this option is selected, skip 
to II - Compliance and StateMonitoring of the PACE Program. 

C. 	 X The State determines eligibility for PACE enrollees under rules applying to institutional groups, and 
applies post-eligibility treatment of income rules to those individuals as specified below. Note that thepost
eligibility treatment of income rules specified below are the same as those that applyto the State's approved 
HCBS waiver(s). 

Regular PostEligibility 
1. X SSI State. The Stateis using the post-eligibility rules at 42 CFR 435.726. 
Payment for PACEservices is reduced by the amount remaining after deducting thefollowing amounts from 
the PACEenrollee's income. 

(a). Sec. 435.726--States which do not use more restrictive eligibility requirements than SSI. 
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STATE PLAN UNDER TITLE xu( OF THE SOCIAL SECURITYACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

2. 	N/A The following dollar amount: $ 
Note: If this amountchanges, this item will be revised. 

3. N/A The following formula is used to determine theneeds allowance: 

protected for PACEenrollees in item 1 is equal to, or greater than theNote: If the amount maximum amount of income 
a PACE enrollee may haveand beeligible under PACE, enter N/A in items 2 and 3. 

(B.)Spouse only (check one): 
1.- SSI Standard 

2.- Optional State Supplement Standard 

3.- Medically Needy Income Standard 

4.- The following dollar amount:$ 

Note: If thisamount changes, this itemwill be revised. 

5 .-The following percentage of the following standard thatis not greater than the 

standards above: Yo of standard. 

6.- The amountis determinedusing the following formula: 


7 . X  Not applicable @/A) 

(C.) Family (check one): 
1*- AFDC need standard 
2.- Medically needy income standard 

The amount specified below cannot exceed the higher of the need standard for a family of the same size used to 
determine eligibility under theState's approvedAFDC plan or themedically needy income standard established under 
435.811 for a familyof the same sue. 

3.- The following dollar amount: $ 
Note: If thisamount changes, this item will be revised. 
4.- The following percentage of the following standard thatis not greater than the 
standards above: Yo of standard. 
5.- The amountis determined using the following formula: 

6.- Other 
7 . X  Not applicable @/A) 

(2). Medical and remedial careexpenses in 42 CFR 435.726. 
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STATE PLAN UNDER TITLE XZX OF THE SOCIAL SECURITYACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

Regular PostEligibility 
2. N/A 209@) State, a State thatis using more restrictive eligibility requirements than SSI. The Stateis using the 

post-eligibility rules at  42 CF'R 435.735. Payment for PACE services is reduced by the amount remaining after 

deducting thefollowing amounts from thePACE enrollee's income. 

(a) 42 CFR 435.735--States using more restrictive requirementsthan SSI. 


1. Allowances for theneeds of the: 
(A.) Individual (check one) 

1.-The following standard included under the State plan(check one): 
(a) -SSI 

@)-Medically Needy 

(c) -The specialincome level for 

(d) -Percent of theFederalPoverty 

(e) -Other (specify):


2.-The following dollar amount: $ 

theinstitutionalized 
Level: YO 

Note: If this amountchanges, this item will be revised. 
3.-The following formula is used to determine theneeds allowance: 

Note: If the amountprotected for PACE enrollees in item 1is equal to, or greater than themaximum amount of income 
a PACE enrollee may haveand beeligible under PACE, enter N/A in items 2 and 3. 

(B.)	Spouse only(check one): 
1.- The following standard under42 CFR 435.121: 

2.- The Medically needy income standard 

3.- The following dollar amount:$ 
Note: If this amountchanges, this item will be revised. 

4 .-The following percentage of the following standard thatis not greater than the standardsabove: 
Yo of standard. 

5.- The amountis determined using thefollowing formula: 

6.- Not applicable (N/A) 
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STATE PLAN UNDERTITLE XIX OF THE SOCIAL SECURITY ACT 

State/Territory: ARKANSAS 

PROGRAM OFALL-INCLUSIVE CARE FOR THE ELDERLY 

(C.) Family (check one): 
1.- AFDC need standard 
2 . M e d i c a l l y  needy income standard 

The amount specified below cannot exceed the higher of the need standard for a family of the same size used to 
determine eligibility under the State's approvedAFDC plan or themedically needy income standard established under 
435.811 for a family of the samesize. 

3 -- The following dollar amount: $ 
Note: If this amountchanges, this item will be revised. 

4.-	 The following percentage of the following standard that isnot greater than the standards 
above: Yo of standard. 

5.- The amountis determinedusing the following formula: 

6.- Other 
7.- Not applicable (N/A) 

@) Medical and remedial careexpenses specified in 42 CFR 435.735. 

Spousal PostEligibility 

3 . X S t a t e  uses the post-eligibility rules of Section 1924 of the Act (spousal impoverishment protection)to 
determine theindividual's contribution towardthe cost of PACE servicesif it determinesthe individual's 
eligibility under section 1924 of the Act. There shall be deducted from theindividual's monthly income a 
personal needs allowance (asspecified below), and a community spouse's allowance, a family allowance, 
and an amount for incurredexpenses for medical or remedial care, as specified in the StateMedicaid 
plan. 

(a.) Allowances for theneeds of the: 
1. Individual (check one) 

(A). X The following standard included under the State plan (check one): 
1. -SSI 
2. -Medically Needy 
3. X The special income level for the institutionalized 
4. -Percent of the FederalPoverty Level: YO 
5--Other (specify): 



amount 
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STATE PLAN UNDERTITLE XIX OF THE SOCIAL SECURITY ACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FORTHE ELDERLY 

(B).N/A The following dollar amount: $ 

Note: If this amountchanges, this itemwill be revised. 


(C). N/A The following formula is used to determine theneeds allowance: 


If this amount is different than the used for theindividual's maintenance allowance under42 
CFR 435.726 or 42 CFR 435.735, explain why you believe that this amountis reasonable to meet the 
individual's maintenance needs in the community: 

II.Rates and Payments 

A. The State assures CMS that the orcapitated rates will be equal to less than thecost to the agency of providing 
those same fee-for-sewice State plan approvedservices on afee-for-service basis, to an equivalentnon-enrolled 
population group based upon thefollowing methodology. Please attach a description of the negotiated rate 
setting methodology and how the Statewill ensure that rates areless than thecost in fee-for-service. See 
l . X  Rates are set at a percent of fee-for-service costs 
2.- Experience-based contractors/State's cost experience or encounterdate)(please describe) 
3.- Adjusted Community Rate(please describe) 
4.- Other (please describe) 

B. The StateMedicaid Agency assures that the rateswere set in a reasonable and predictable manner.Please listthe 
name, organizational affiliationof any actuaryused, and attestation/description for theinitial capitation rates. 

Mr. RobertDamler, FSA, MAAA 

Principal and Consulting Actuary 

Milliman, USA 

111 Monument Circle, Suite 601 

Indianapolis. IN 46204-5128 


See Pages 37A and 37B for description of the reimbursementmethodology for Programof All-Inclusive Care 

for the Elderly(PACE). 
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STATE PLAN UNDER TITLE xu( OF THE SOCIAL SECURITY ACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

Program of All-Inclusive Care for theElderly (PACE) Reimbursement Methodology 

based on the Upper Payment LimitThe PACE rates are methodology. The historical fee-for-servicepopulation data is 
extracted forclaims and eligibility for a PACEeligible populations for more thanone fiscal period. Data forrecipient 
aged, blind anddisabled aid categories for those55 or greateris used in the UPL and ratecalculations. The level ofcare 
codes are limited to nursing facility level of care eligible or Waiver level of care eligible (waivers included are the 
Elderchoices Waiver and the Adultswith Physical Disabilities Waiver). 

The data includes both those that are eligible only for Medicaid and those that are eligible for both Medicaid and 
Medicare. In addition, this dataincludes only QMB-Plus and SLMB-Plus populations. The claims data includes all 
categories of service. The UPL andbase rate informationis also inclusive of patient liability. 

calculated using calendaryear base data.The base year datais trended forwardThe base rates are using the historical 
claims and eligibility information extracted for the arefee-for-service population. The recent trend rates compared to 
linear regression modeltrend ratesto determine comparability, and to determine if any adjustmentsare necessary. The 
trend rates for futureperiods are expected to be consistent with historical rate changes rather than themore recent 
experience. 

The following rate category groupingswere developedfor Arkansas:Pre-65 Medicaid Only, Pre-65 Dual Eligible, Post
65, and QMBOnly. The UPL for QMB Only is basedon actual expendituresfor co-payments and deductibles forthe 
base year period trended forward forinflation, and adjusted for investment incomeand administrationexpense. Due 
to the limited size population inthe post-65 age group thatwas not Medicare eligible, it was determinedthat a Medicare 
eligibility rate for those over 65 would not improve predictability. The data did not reflect a necessity for a rate 
grouping for either geographicregion or gender. 

Claims completion factors are developed from the fee-for-service paid claims experience with the most recently 
available paiddates. Claims completion factors weredeveloped for fourteen (14) primary groupings with comparable 
categories of service grouped for improved predictability. The completion factors were adjusted toexclude low and 
high outliers foreach specific lag month. 

The following adjustments arenecessary in the development of the rates: 

Prescription Drug (PD) Rebate - Reduce PDexpenditure data to reflect the rebate received by 
Arkansas. 
Investment Income-Reduce expendituredata by0.2% for all Categoriesof Services (COS) to reflect 
an average payment lagof 2.49 months. 
Administration Expense - Increase expenditure data for all COS by 0.3% to reflect the costof 
administration of the fee-for-service program. 

- = ~~ - ~ ~~~~ ~.-u.T-*,?****.>< "_*a - ' c g - ~ ' , * ' *  A*---*-*-1,."."I 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 

State/Territory: ARKANSAS 

PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 

0 Co-payments for Medicaid services - Increase theexpenditures to reflect co-payment amounts. 

0 PCCM Fees -Decrease the baseexpenditures to exclude the PCCMfees. 

0 Non-emergency Transportation - Currently under waiver, Arkansas contracts for non-emergency 


eligible for thebenefit (nursing facilitytransportation services for all Medicaid recipients residents are 
not eligible). A composite rate is developed with adjustments to reflect the PACE population morbidity. 

The UPL amounts are reduced bya percentage amount toestablish the PACE capitation rate. The Percentage(YO) 
amount will be based on the anticipated reductions in health care service costs due to the implementation of the 
managed care PACE program.Reductions in costs are anticipated to be realized through areduction in nursing facility 
and in-patient hospitalcosts. 

The Upper Payment Limits rebasing calculationswill be(UPLs) will be rebased/recalculated every two years and the 
completed for two State Fiscal Years (SFYs). Since the first UPLs and rates werecalculated for SFYs2005 and 2006, 
the first rebasing process will be completed for SFYs 2007 and 2008, which begin July 1, 2006 and July 1, 2007, 
respectively. The rebasing/recalculations will be completed in accordance with themethodology described above. 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITYACT 


State/Territory: ARKANSAS 


PROGRAM OF ALL-INCLUSIVE CARE FOR THE ELDERLY 


C. The Statewill submit all capitated rates to theCMS Regional Office for prior approval. 

III. Enrollment andDisenrollment 

The State assures that thereis a process in place to provide for dissemination of enrollment anddisenrollment data 
between the State and the State developed and will implementAdministering Agency. The State assures that it has 
procedures for the enrollment and disenrollment of participants in the State's management information system, 
including procedures forany adjustment to account for thedifference between the estimated number of participants on 
which the prospective monthly paymentwas based and the actual numberof participants in that month. 



for 

Attachment A . 
Page 1 

ARKANSAS MEDICAD STATE PLAN 

Program of All-Inclusive Care for theElderly (PACE) Reimbursement Methodology 

The PACE rates are based methodology. The historical fee-for-servicepopulationon the Upper Payment Limit 
data is extracted for claims andeligibility for a PACE eligiblepopulations for morethan onefiscal period. Data 
for recipient aged, blind and disabled aid categories for those 55 or greater is used in the ZTL and rate 
calculations. The level of care codes are limited to nursing facility level ofcare eligibleor Waiver level of care 
eligible (waivers includedare the ElderchoicesWaiver and the Adults with Physical Disabilities Waiver). 

The dataincludes both thosethat areeligible only for Medicaid and those that areeligible for bothMedicaid 
and Medicare. In addition, this dataincludes only QMB-Plus and SLMB-Plus populations. The claims data 
includes all categoriesof service. The UPL andbase rate information is also inclusive of patient liability. 

The base rates arecalculated using calendar year base data. The base year data is trended forwardusing the 
historical claims andeligibility information extracted for thefee-for-service population. The recent trend rates 
are compared to linear regression model trend rates to determine comparability, and to determine if any 
adjustments arenecessary. The trend rates for futureperiods are expected to beconsistent with historical rate 
changes rather the morerecent experience. 

The following rate category groupings were developed for Arkansas, Pre-65 Medicaid Only, Pre-65 Dual 
Eligible, and Post-65. Due to the limited sue population in the post-65 age group thatwas not Medicare eligible, 

ait was determined that Medicareeligibility rate forthose over 65would not improve predictability. Thedata 
did notreflect a necessity for a rate grouping for eithergeographic region or gender. 

Claims completion factors aredeveloped from thefee-for-service paid claims experiencewith the most recently 
available paid dates. Claims completion factors were developed for fourteen (14) primary groupings with 
comparable categories of service grouped forimproved predictability. The completion factors were adjustedto 
exclude low and high outliers foreach specific lag month. 

The following adjustments arenecessary in thedevelopment of the rates: 

Prescription Drug(PD) Rebate -Reduce PD expenditure data toreflect the rebatereceived by 
Arkansas. 
Investment Income-Reduce expendituredata by 0.2% for all Categoriesof Services (COS)to 
reflect an average payment lagof 2.49 months. 
Administration Expense- Increase expenditure data all COS by 0.3% to reflect thecost of 
administration of the fee-for-service program. 
Co-payments for Medicaidservices- Increase the expenditures to reflect co-payment amounts. 
PCCRI Fees -Decrease the base expenditures toexclude the PCCMfees. 
Non-emergency Transportation - Currentlyunder waiver,Arkansascontracts for non
emergency transportation services for all Medicaid recipients eligible for thebenefit (nursing 
facility residents are not eligible). A composite rate is developed with adjustments to reflect the 
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Attachment A 
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In addition to the3 rate cells described above, a separate Per Member Per MonthUPL is calculated forQMB 
Only eligible recipients. This UPLis based on actual expendituresfor co-payments and deductibles for the base 
year period trended forward forinflation, and adjusted forinvestment income and administrationexpense. 

The UPL amounts are reduced Percentageby a percentageamount toestablish the PACE capitation rate. The 
amount will be basedon the anticipated reductions(YO) in health careservice costs due to the implementation of 

the managed care PACE program.Reductions in costs are anticipated to be realized through a reduction in 
nursing facility and in-patienthospital costs. 

The Upper Payment Limits calculations(UPLs) will be rebased/recalculatedevery two years and the rebasing 
will be completed for two State Fiscal Years ( S N s ) .  Since the first UPLs and rates werecalculated for SFYs 
2005 and 2006, the first rebasingprocess will be completedfor S N s  2007 and 2008, which begin July1,2006 
andJuly 1, 2007, respectively. The rebasing/recalculations will be completedinaccordance with the 
methodology described aboveor otheraccepted methods. 
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MEDICAL ASSISTANCE PROGRAM 
STATE ARKANSAS 

AMOUNT, DURATION AND SCOPE OF 
SERVICES PROVIDED 
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July 1, 2004 

27. 	 Program of All-Inclusive Care for the Elderly (PACE) services, as described in Supplement 3 to 
Attachment 3.1-A. 

Election of PACE: By virtue of this submittal, the State elects PACEas an optional 
State Plan service. 

X No election of PACE: By virtue of this submittal, theState elects to not add PACE 
as an optional State Plan service. 

1905(a)(26) and 1934 
Program of All-Inclusive Care for theElderly (PACE) services, as described and limited in 
Supplement 3 to Attachment 3.1-A. 

ATTACHMENT 3.1-B identifies services provided to each covered group of the medically 
needy. (Note: Other programsto be offered toMedically Needy beneficiaries would specify all 
limitations on the amount, duration andscope of those services. As PACE providesservicesto 
the frailelderly population without such limitation, this is not applicablefor this program. In 
addition, other programs to be offered toMedically Needy beneficiaries would also list the 
additional coverage -that is in excess of established service limits- for pregnancy-related 
services for conditions that may complicatethe pregnancy. As PACE is for the frailelderly 
population, thisalso is not applicablefor thisprogram.) 


